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introduction

The following has been prepared for the Law Office of Matvin Mitzner in otdet to analyze
and comment upon the secondary retail displacetnent analysis contained in the Draft
Environmental Impact Statement (DEIS) for the Kingsbtidge Armory development, and to
independently assess the potential impact of the proposed Kingsbridge Armory development
on the existing supermarkets and food stores in the area surrounding the Kingsbridge
Armory. Accotding to the DEIS, the proposed Kingsbridge Atmory development will
include approximately 377,235 square feet of retail and restautant space, of this total,
approximately 281,675 square feet would be used for a combination of department store and
non-department store shoppers goods. The remaining 64,000 square feet would be used for
convenience goods including a 60,000 square foot supermatket.

This report is based on a thorough review of the secondary displacement analysis portion of
the DEIS as well as independent field work and interviews with area merchants and
supermarket professionals in the metropolitan New York City area. Additionally, we have
used the same data service as used in the DEIS in ordet to ptovide compatibility. The
conclusions presented are further based on over 40 years of experience in retail market
analytics and research. Our firm’s qualifications are presented in the Appendix to this report.

Summary of Findings & Conclusion

The proposed Kingsbridge Armory development is expected to contain over 600,000 squate
feet of space that would include destination retail, restaurants, cinema, a fitness club and
64,000 square feet of convenience retail of which 60,000 square feet would be in a modern
supermarket or food department within a warehouse club. This report analyzes the impact of
the supermarket development on the existing food store space in the area and details the
deficiencies of the DEIS prepared for the Related Group, the developer. The following will
summarize our findings and conclusions.

DEIS Deficiencies

e The DEIS analyzes a trade area consisting of a 3 mile radius and we believe that this
is far too extensive an area to analyze. It had almost as many people as Bronx
County in 2000 (1,235,587 for the trade area vs. 1,332,650 for Bronx County).

¢  Based on discussions with area supermarket operators the existing supermarkets in
the immediate area setve a customer base that lives no mote than %% mile to %z mile
away. In all there are 14 super markets serving the tesidents of a trade area no more
than % of a mile from the site. It is this area that should have been investigated by
the DEIS not an area 4 times as large with over 7 times the population.
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Additionally, there are two factors that will limit the draw of the proposed
supermarket - One is the low level of car ownership in the area — only 26% of
tesidents within 3% of a mile from the site have a cat, and the other is the severe
lack of parking at the proposed project (less than 1 space per 1,000 square feet of
development).

A more rational trade area would have far less population (1/7th the people) and
lower median incomes (31% less) and less retail potential (89% less).

The DEIS also underestimated the potential sales of the proposed food store.
They estimate $41.3 million, when a typical 60,000 squate feet market in NYC
will do between $55 million and $65 million in sales.

The combination of underestimating sales and measuring it against an over-extended trade
area significantly under-estimates the current level .of service provided by the existing
supermarkets and the impact that a large supermarket at the Kingsbridge Armory site would
have on the nearby existing competitive alignment.

Supermarket Analysis

Given the current distribution, the arez that these markets serve can be
accommodated in a ¥ mile radius from the Kingsbridge Armory. This is the area
that must be analyzed if a true measure of the impact of the proposed 60,000
square foot super market on local markets is to be assessed.

The total amount of dollars available from the atea setved by the existing
supermarkets is only about $150,000,000.

In total, the existing stores within % of a mile of the Armory produce over $158
million in sales and derive almost $110 million from nearby tresidents. Since area
residents rarely produce more than 80% of a store’s sales (in this case $120
million of the $150 million in total sales) the existing stores have a penetration
rate of almost 92%. In reality this area is not undersetrved by food stores.

Total sales from the trade area by existing or proposed projects other than the
Armory development would be in excess of $135 million (see Exhibit 4). Since
there is only $150 in available spending (money that can be spent anywhere)
there is little if any excess to flow to the proposed supermatket that will not
come out of the sales of the existing merchants.
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Impact Analysis

¢ We believe that 50% to as much as 60% of the sales will be detived from
residents of the area within %4 mile of the site. This means that of the $55 to $65
million in expected sales from the 60,000 squate foot supermarket, up to $39
million of existing business will be siphoned off from existing markets from this
market segment alone.

¢ Additionally a large percentage of the typical inflow (non-trade area sales) of 15%
to 20% that accrue to existing markets from area employees and visitors may also
be transferred to the proposed 60,000 square foot supetmarket at the Armory.
This will potentially put an additional $10 to $15 million of existing sales at risk.

¢ Since the potential transfer of volume will impact those existing stores in the
closest proximity to the proposed Armoty development the most, the five
supermarkets closest to the proposed Armory development represent over $28
million in sales and have over 240 employees. Given the narrow profit margins
of the supermarket industry, only 3%-4%, 2 small reduction in sales on 10% to
15% will put these markets and other markets in the ted, and jeopardize their
existerice.

e Additionally many small food stores, delis and bodegas will also be at risk of
closing. In essence, all the proposed 60,000 squate foot supermarket will do is
transfer existing sales and jobs if built as well as putting many small locally and
family owned food stotes out of business.
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